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NATIONAL POLICY AND ISSUES

MORE URBAN FAMILIES ABLE TO BUY APARTMENTS
OW141046 Beijing XINHUA in English 1029 GMT 14 Dec 84

[Text] Beijing, 14 Dec (XINHUA)--About 350,000 families in 80 cities will be
able to buy subsidized, government-built apartments, totaling 18 million square
meters of floor space, in 1985, the ECONOMIC DAILY reports today.

Since the beginning of 1984, 53,000 urban households have moved into such new
homes, the paper says.

In all, the China Housing Construction and Development Company has completed
116,000 apartments with a total floor space of 5.82 million square meters for
sale in cities since early this year, the paper says.

The company will also sell shop and hotel buildings next year.

Since 1982, the sale of government-built apartments to individuals has been tried
out in four cities--Zhengzhou, capital of Henan Province, Changzhou in Jiangsu
Province, Shashi in Hubei Province and Sipeng in Jilin Province.

Prospective apartment-owners pay only one-third of the cost——the balance being
covered by their work units or local governments. Buyers may pay in install-
ments over a period of 5 to 20 years.

The proceeds from apartment sales will again be used for housing construction.

The purchase of individual apartments marks a major step in the ongoing reform
of housing management in China. It is aimed at commercializing housing to
reduce the burden on the state treasury and ease the acute housing shortages
in cities,

Generally, housing in urban areas is built and distributed by work units and
local governments. Rent is nominal, barely enough to cover maintenance and
repalr costs.
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NATIONAL POLICY AND ISSUES

WAN LI DISCUSSES MAYORS' ROLE IN URBAN CONSTRUCTION
0W181850 Beijing XINHUA in English 1604 GMT 18 Dec 84

[Text] Beijing, 18 Dec (XINHUA)--Chinese Vice-Premier Wan Li said that a mayor
should be an effective administrator and know how to provide good work and living
conditions for his people.

All of China's cities had an urgent need to develop the transport, commerce,
service trades and recreational facilities, he said.

Wan Li, a former vice-mayor of the Chinese capital, Beijing, made the remarks
here today when he was addressing 500 Chinese city leaders who were attending
a meeting of China's urban economic and social yearbook council.

Wan Li pointed out that factories which cause environmental pollution should
not be located in the inner cities, nor near such scenic cities as Beijing,
Hangzhou and Fuzhou. Factories which harm the urban environment should be moved
to nearby rural areas.

The vice-premier urged that communications be maintained between the cities and
between the urban and rural areas, so that scientific, economic and other infor-
mation could be exchanged for mutual benefit.

Wan Li encouraged city leaders from the better-off east coast region to invest
in construction and development of the more backward western areas by giving
financial and technical support through economic cooperation.

He also proposed that the cities could provide the rural areas with more and
better means of transport, equipment for agricultural production and farm
produce processing and daily necessities. The rural areas need to get scientific
and technical knowledge from the cities, and in return can provide the cities
with more labor force.

The vice-premier urged the mayors to support the factory managers in their cities

and dare to institute the reforms that would do away with unreasonable economic
practices.

CS0: 4020/51



NATIONAL POLICY AND ISSUES

IDEA THAT FUEL FORESTS CAN SOLVE RURAL ENERGY PROBLEM DEBUNKED

Kunming JINGJI WENTI TANSUO [INQUIRY INTO ECONOMIC PROBLEMS] in Chinese No 8,
20 Aug 84 pp 30-33

[Article by Li Baihang [2621 4102 5300], Southwestern Forestry Planning In-
stitute, Ministry of Forestry: "Doubts About the Policy Decision on Establish-
ing Fuel Forest Bases']

[Text] The capitalist world is facing an energy crisis, prices for petroleum
and other sources of energy are continuously rising, and energy resources are
increasingly being exhausted. Faced with this grim reality, many countries
are searching for new sources of energy that could be developed. The study
of the development of forests as sources of energy has been launched pre-
cisely because of this situation. Since forests are a renewable energy re-
source they will never become exhausted if they are rationally managed. Be-
sides, forests provide many indirect benefits (ecological benefits). For
example, they regulate the climate, conserve water and soil, beautify the .
environment, and cleanse the air. For these reasons the study of the de-
velopment of forests as an energy source has particularly attracted serious
attention. 1In the last few years, some people abroad have suggested that
"energy tree farms" be established. These so-called "energy tree farms" are
man-made forest bases created for the principal purpose of gaining a source
of energy. The "energy tree farms" suggested abroad were meant principally
to create new sources of energy for industry. The idea behind these farms

is similar to that behind our fuel forest bases, whose principal purpose is
to solve an energy shortage in the rural areas. While the end uses of these
two kinds of forests are different, there is, however, a basic similarity be-
tween the two: their main objective is to exploit forests as a source of
energy.

Ours is a socialist country; the superior socialist system enables the ra-
tional use of natural resources, so that we will never fall into the quag-
mire of an energy crisis. However, we must admit that energy still remains

a weak link in our national economy. Precisely because this is so, the Party
Central Committee and the State Council have made the development of energy
resources one of the four key areas of concern. The task of scientifically
assessing the feasibility of developing forests as energy resources is there~
fore a responsibility that we, as workers in the field of forestry, are duty-
bound to assume.




I. Forest Resources Cannot Be Man's Principal Energy Resource

Forests are a renewable resource, but they are also a natural resource with
limitations. The development of forests is limited by geographical and soil
conditions; limitless development of forests is not possible.

People abroad have made the following precise calculations: The annual

growth of the world's present forest resources is about 3.4 to 6.8 x 109 cubic
meters (annual growth rate calculated as 1 to 2 percent), converted to calor-
ific value it becomes 33.7~67.4 x 1012 megajoules (not counting energy losses
during processing). If the total amount could be used as an energy source, it
would only satisfy about 14 to 29 percent of the world's energy needs.

How are conditions in China? Our country has few forests; present forest re-
serves are 9.533 billion cubic meters, and the reforestation rate is 12 per-
cent, making China 120th out of over 160 countries (and regions) of the world.
According to the above-mentioned method, if we turn all the timber grown in
our country into energy, forests could satisfy only about 10 to 20 percent of
China's energy needs. That means that if one were to think of replacing all
other energy sources with forests, one would have to expand the world's for-
est resources 5 to 7 times. There is no way that this can be accomplished
within a short time. Moreover, if we used the amount of growth in forests

as energy, it would be neither realistic nor economical. As the world's
civilization progresses, mankind's need for wood and wooden articles will

not only not decline, but will rapidly grow. Therefore, the possibility of
using forests as a source of energy will therefore diminish more and more and
may even become nonexistent.

Of course, all above computations are based on the present level of technology,
and we did not consider the progress of science and technology. In the wake
of scientific and technological developments, there is the possibility that
man will find a method of raising the efficiency of plants to absorb solar
energy, render the products per unit of fuel richer in energy, or have each
unit of soil surface produce more biomass. However, up to now no one in the
world has found a superior method of producing fuel biomass. On the other
hand, if we want to expand the forest reserves 4 to 6 times, we would of
course have to expand the forest land accordingly, and this could quite pos-—
sibly aggravate the land-~use conflict between forestry and agriculture and
give rise to further restrictions on the future development of forestry.
That is why we say that the forestry resource is a resource with limitation,
a resource which mankind cannot use or develop limitlessly.

According to above calculations, we can conclude: use of the forest resources
cannot completely solve the total energy needs of mankind. Figuring at the
present levels of energy consumption and timber use, the forest resources can
satisfy 5 to 10 percent of mankind's energy needs. That means that the energy
resource of the forest can only serve as a supplementary source of energy for
mankind. We can predict that for a long time to come, forests cannot become

a major source of energy for mankind.



II. Adopting the Method of Fuel Forest Bases To Solve the Energy Problem
in China's Rural Areas Is Unrealistic

Qurs isa large country of 1 billion people, of whom about 80 percent live in
the countryside. The energy supply and demand in the rural areas is therefore
of a decisive influence on the policy governing our country's energy resource
buildup. How, then, is the present condition of energy supply and demand in
our rural areas? According to a report by Professor Yang Jike [2799 4764
37841, chairman, Special National Committee on Energy Resources in the Rural
Areas (see GUANGMING RIBAO, 9 December 1982), and the data contained in the
China Forestry Association's '"Summary of ‘an Academic Discussion of Forests as
Energy Resource,'" we can summarize the present condition of energy resources
in the rural areas more or less as: energy resources are seriously deficient,
the composition of energy resources is but of one single type, and the methods
of combustion are backward.

The serious deficiency of energy sources. According to the above, a consid-
erable part of our 800 million peasants lack firewood for 90 to 150 days dur-
ing the year. In areas with serious shortage, they are actually without fire-
wood half the time every year. In Sichuan Province, for instance, there are
actually 218 counties where villagers are without firewood for their daily
needs for from 1 to 8 months; half of the peasants throughout the province are
without firewood for an average of 4 months every year. In a certain locality
in Guizhou Province, half of the peasants can cook only one meal a day due

to the serious shortage of firewood; they were even driven to cutting down
tea-0il trees for firewood for mere subsistence. Where there are no forests,
the peasants dig up the vegetation that protects the soil and holds the sand
and use it for firewood, thereby causing serious loss of soil due to erosion.
Since there is this shortage of all energy even for daily use, how can there
be any talk of developing rural industry? Without a solution to the rural
energy problem, modernization of agriculture is nothing but idle talk.

The composition of energy resources is but of one type. According to statis-
tical material on rural energy sources throughout the nation organized by dis-
tricts, of the energy consumed in the rural areas of the entire country during
1977 68.3 percent was composed of biomass; in the energy used for livelihood
requirements, the proportion was even higher (85.76 percent). That means

that our rural areas rely for their sources of energy on the stalks of straw,
firewood and charcoal (firewood and charcoal materials account for only about
13 percent). Coal and electric power make up only . a very small proportion in
the composition of the sources of energy consumed in the rural areas.

Combustion methods are backward. The peasants presently obtain heat mainly
by the method of directly burning biomass. This is a most primitive and most
backward method of combustion, where over 50 percent of the calorific value is
being lost. On the one hand there is this serious shortage of energy sources,
while on the other fuel is wasted in large quantities. In Yunnan Province,
for instance, it is estimated that 1,740 [sic] cubic meters of firewood are
burnt annually, which amounts to 64.7 percent of the total consumption of
forest material throughout the province, and this one item alone exceeds the
18 percent annual growth rate in the forests of Yunnan. If this is allowed

to go on indefinitely, how can there still be talk of raising the rate of
reforestation? It is impossible even to safeguard the forest resources that
still exist. The forest resources of Yunnan Province amount to 980 million




cubic meters (result of a 1979 survey). If the whole available quantity were
used as fuel and burned up at the present rate, it would only last for about
100 years. The total quantity of firewood and charcoal used as fuel through-
out the entire country is about 70 million cubic meters, which is over half
of the annual growth of the country's forests and one-third of the annual
consumption of forest resources throughout the country. Figured at 8 cubic
meters per mu of standing forest, the burning of firewood alone destroys

8.75 million mu of forest annually throughout the country. These figures show
that one of the major causes for the destruction of our forests is the back-
ward method of cutting down trees for firewood. Without a solution for the
needs of energy for daily use in the rural areas, there is no way to protect
or develop forests.

Faced with the reality of serious shortages of energy in our rural areas, how
are we to find a solution? As early as the 1950's, the Ministry of Forestry
put forward the slogan of establishing fuel forest bases, but the anticipated
results were not achieved. What was the reason? In my opinion the crucial
point is that the personnel who had put forward the slogan, lacked any
"figure-oriented" concepts when it comes to the quantitative needs of energy
sources in the rural areas of our country. They had no idea how many fuel
forests it would take to satisfy the needs of energy for the livelihood of the
rural population. Besides, the reason why this slogan could not be put into
practice is that it runs counter to objective economic laws.

First of all, let us calculate: how many fuel forests would it require
throughout the whole country to satisfy the needs of energy for the liveli~-
hood of the xural population? According to the actual survey data for the
rural areas of Yunnan Province, every peasant household requires annually
about 3.4 cubic meters of firewood. According to the growth rate of southern
fast and abundantly growing trees (eucalyptus), the said requirement could
only be satisfied by a 6-year growth of 6 mu man-made forest. If we want to
satisfy the energy needs of the whole rural area throughout the country, the
whole country must plant 960 million mu of fuel forest. It is estimated that
the whole country has about 1.2 billion mu of barren hills and uncultivated
land suitable for tree-growing. That means, to completely solve the energy
problem for the people's livelihood in the rural areas, fuel forests must be
created on most of the barren hills and uncultivated land suitable for tree-
growing throughout the country. This is completely unrealistic. Besides,
even if fuel forests could be created on all the barren hills and uncultivated
land suitable for tree-growing, and the trees were already there, it is still
not certain that this would slove the problem of energy needs for the liveli-
hood of the rural population, because we know that the areas most in need of
fuel are the plains, where all land is under cultivation and where it would
be impossible to grow forests. The barren hills and uncultivated land suit-—
able for tree-growing are all in the mountainous border regions far away from
the plains. After the trees have grown in the forests, the peasants who lack
firewood would not be able to get it (if one were to rely on transportation,
the poverty-stricken peasants, we are afraid, would not be able to pay the
freight). That means that, apart from doing our calculations, we also have
to be aware of the distances between the afforestation and the places where
the peasants are who need the firewood. Otherwise, we will find the peasants
unwilling to grow forests, and even if they had grown the trees, they would
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-be ‘unable to obtain any benefits from them. The actual conditions are always:
in the areas where there is a shortage of firewood, there is almost no land to
. grow forests; in areas suitable for tree-growing, there is usually still fire-
wood available, and the peasants do not feel an urgency and show little en-
thusiasm for the creation of fuel forests., This may also be one of the rea-
sons why the creation of fuel forests remained unsuccessful for such a long
period of time. '

Second, afforestation takes a long time and actual benefits cannot be expected
the same year; this is therefore no solution for a situation of extreme ur-
gency. -

Third, most importantly, the economic results from growing fuel forests are
unsatisfactory. Taking the growing of man-made forests of eucalyptus trees as
an example, according to this writer's investigations at the Leizhou Forest
Bureau of Guangdong Province, the standing stock of 1 mu of eucalyptus trees
grown in 6 years is about 3 cubic meters, i.e., the average annual growth
amounts -to 0,5 cubic meters. 1If all is used as firewood, and figuring at 10
yuan per 100 kilos, the gross income would be about 100 yuan, but using this
quantity of wood as building material (or as mine props), the gross income
would be about 100 yuan, while used for shaved boards or as paper raw material
it would bring 2 to 3 times more than if used as fuel. The above shows the
results in the use of only one kind of tree, actual conditions may even be
more complex. If the conditions of geography and soil permit, people could
turn to growing more profitable types of trees :(such as fruit trees, woody
oil-bearing or woody foodgrain crops, etc.) and in this way the economic re-
sults would be much higher. For instance, in Greece, which is a country with
extremely dry hills and not very good soil, the peasants are very well off
because olive trees are grown over wide areas of the countryside, I am there-
fore of the opinion that if forestry is to be developed, we must not merely
stop at propagating "planting trees to make forests," but must, according to
the actual conditions, show the peasants the actual way to prosperity by grow-
ing trees. '

If we do not plant fuel forests and use as fuel the leftover materials from
timbering and processing material that is not being used now, it could at
best solve only 10 percent of the energy needs of the rural population,. which
is far from satisfying the total demand.

In consideration of the above reasons, it is my opinion that the idea of try-
ing to solve the energy needs of the rural population of China by growing fuel
forests is not consistent with reality; it is a policy decision that lacks
economic concepts; one may even say it is a blunder that exploits our efforts
to build up the energy resources of our country. Not only do I oppose the
creation of fuel forests, but I also believe that we must eliminate as quickly
as possible the backward methods of directly burning biomass.

IIT. A Solution to the Problem of Energy Sources for China's Rural Areas

According to the above analysis of the situation, the basic policy in the
question of providing energy sources for our rural areas must be: opening up




new sources of energy, establishing a varied structural system of energy
sources, reforming the methods of combustion and raising thermal efficiency.
Moreover, we must also be aware of the fact that although income among vast
numbers of our peasants has greatly increased since the 3d Plenum of the
11th CPC Central Committee, the peasants in the mountainous areas are very
poor. Every development of whatever energy source must be carried out on
the principle of small investments and quick results. Because of the low
educational level in our rural areas, we must at the same time promote the
use of simple and convenient sources of energy. Repeated comparisons carried
out by this writer as to coal, electricity, solar energy, and methane have
convinced me that methane is presently most appropriate for use in the rural
areas.

Methane is also a reproductive energy source. Using methane as a fuel basic-
ally overcomes in a fundamental way the various drawbacks of directly burning
biomass, raises thermal efficiency, and improved hygienic conditions. The
promotion of methane has a history of over 20 years in our country, the
technique is well mastered and much experience has been acquired; this has
already become known worldwide. However, as a result of the great hubbub
about methane at the time of the 'great leap forward," there are still some
people who shake their heads at the mention of methane. In my opinion this is
not justified. Now is the time to restore the true picture of what methane
really is! It is gratifying that through its long and torturous history,
methane has indeed regained the confidence of the people and a new "methane
enthusiasm' is sweeping the country. Looking at the example of Yunan Province:
up to the end of 1983, over 3,100 methane-generating pits have been built
throughout the province, of which 92 percent are still in regular use. 1In
the suburban districts of Kunming up to the end of the first half of 1983,
3,539 methane-generating pits had been built, 52 communes have started ex-
periments with methane, comprising 86.6 percent of the 60 communes in the
suburban districts; there are in addition 35 production brigades (villages)
that are turning to methane production. Many people have become aware of the
benefits of methane operations and are asking for methane installations.
Yunnan Province, therefore, plans to build 50,000-70,000 methane-generating
pits during the period of the Sixth 5-Year Plan and to raise that figure to
200,000-300,000 during the period of the Seventh 5-Year Plan. We believe
that methane is a new source of energy with great potential and must be
studied and promoted most energetically.

Compared with firewood and charcoal, hydroelectric power and solar energy,
methane has the following advantages: 1. It occupies little or almost no
space. Qiaojia County in Yunnan Province constructed one type of methane-
generating pit that combines toilet, manure storage and methane container.

It is conveneint to operate and also saves space as compared to the building
of a separate methane-generating pit. 2. It requires little investment and
yields fast results. According to statistical material at the methane office
of Yunnan Province, the cost of one methane-generating pit is about 150-200
yuan, and it is operative 1 month after construction. 3. The technology
involved is simple and it is easily managed. Peasants can master the tech-
nique after a short training, not as in the case of hydroelectric power which
requires specialized technical staff to develop. 4. It saves raw materials



and yields high economic results. Calculating at the present level of tech-
nology, one househould of five or six heads uses 1.0-1.2 cubic meters of
‘methane as production fuel, which is 360-400 cubic meters a year. To produce
this quantity of methane requires only 1,000 kilos of straw stalks and 4,500
kilos of feces and urine. If straw stalks were burnt directly, 10 kilos would
be required per day, or 3,600 kilos per year. There is here a difference of
2,600 kilos between the two methods, which means a difference of somewhat over
70 yuan. The savings of this item of rawmaterial alone can offset the investment
in ‘the methane-generating pit in 2 to 3 years. Moreover, after fermenting,
the biomass is an excellent organic fertilizer. According to estimates, one
methane-generating pit can produce in 1 year organic fertilizer to the value
~'of about 50-60 yuan of chemical fertilizer. 5. It overcomes the drawbacks of
directly burning biomass, raises thermal efficiency, is clean and hygienic and
causes little pollution. 6. Development of methane is an important means of
‘protecting and developing forestry. Precisely for this reason, the develop-
ment of methane must not be left an affair of energy departments alone, but
should also be actively supported by the departments 6f the Ministry of For-
estry, who should take the promotion of methane flrmly in hand as an 1mportant
medsure of developing forestry.

Of course, methane also has its limitations. When the temperature is close
to zero degrees, it is not possible to generate methane. It is therefore
still difficult to develop methane use at high elevations with cold tempera-
tures. ~Even in Yunnan Province, methane can only be used for an average of
9 to 11 months per year. In the northern regions of our country, the time
when methane can only be used is short. ‘It is then necessary to use other
energy sources as supplements. China is a country with a vast territory and
a huge population; it would be unrealistic to try to solve the problem of the
whole country with the use of only one kind of emergy source. Even in the
areas where methane can be used, it is necessary to consider the simultane-
ous development of other sources of energy and to gradually establish a sys-
tem of several energy sources with one type as the primary source of energy.

9808 .
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NATIONAL POLICY AND ISSUES

BRIEFS

INTERCITY HOUSING EXCHANGES--Beijing residents now may exchange living quarters
with people in 18 other big and medium-sized cities across the country. A
special centre to handle the exchanges was opened last Thursday in
Dongjiaominxiang Street, BEIJING RIBAO reports. Called the "National Guiding
Centre for Housing Exchanges in Big Cities," the centre came into being as a
result of a conference on the subject last August in Harbin, Heilongjiang
Province. Present were representatives from 17 provinces and cities. Wuhan,
Harblin, Shanghai, Tianjin, Fuzhou, Dalian, Shenyang, Changchun, Chengdu, Nanjing,
Xi'an are included on the exchange list for Beijing residents. [Text] [Beijing
CHINA DAILY in English 14 Dec 84 p 3]

CSO: 4020/51
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ECONOMIC DEVELOPMENT ZONES

SHANGHAI ECONOMIC ZONE INDUSTRIAL PRODUCTION ANALYZED
Hunan JINGJI DILI [ECONOMIC GEOGRAPHY] in Chinese No 3, Aug 84 pp 185-190

[Article by Hong Changshi [3163 2490 0099] of the Nanjing Research Institute
of Geography, Chinese Academy of Sciences, with the assistance of Yu Zhixiang
[7411 0037 4382]: "The Distribution Characteristics, Development Factors and
Existing Problems of Industrial Production in the Shanghai Economic Zone']

[Text] The Shanghai Economic Zone is located in the Chang Jiang Delta. Be-
cause of its superior geographical location and previous development, it has
become the most developed area in the economic, scientific and technological
and cultural sectors and one of the biggest industrial bases in China. This
article will make a basic analysis of the current distribution characteris-
tics, the development factors and existing problems of industrial production
in this economic zone and point out such issues as the direction of its
future development and rational distribution.

1. Current Distribution Characteristics of Industrial Production

Industry is the leading sector of the national economy in the Shanghai Eco-
nomic Zone. The value of its total industrial and agricultural output in
1982 was 127.674 billion yuan, of which the total industrial output value
accounted for 83.44 percent or 19.1 percent of the nation's total. Its light
industrial output value accounted for 22.5 percent of the total national in-
dustrial output value. Many industrial products of the Shanghai Economic
Zone have taken up important positions in the country. For example, power—
generating equipment accounts for 30.5 percent of the nation's total, machine
tools 24 percent, industrial steam turbines 86.5 percent, oxygen-producing
machines 60 percent, small electrical machines 31.2 percent, walking tractors
26 percent, cotton yarn 22.8 percent, cotton 23.7 percent, silk products 53.8
percent, bicycles 29.8 percent, sewing machines 28 percent and wristwatches
36.6 percent.

1. The industrial structure focuses on small enterprises and the textile,
machine-building and processing industries.

According to statistics, the economic zone had 38,906 industrial enterprises
in 1982, of which 98.3 percent were small enterprises, 1.3 percent were
medium-size enterprises and 0.4 percent were large enterprises. Based on




the calculation of industrial output value, small, medium-size and large en-
terprises accounted for 59.7, 19.6 and 20.7 percent, respectively.

The industrial structure of the economic zone was originally geared toward
the light and textile industries. Later, it was gradually developed so that
light and heavy industries received equal emphasis. During the initial post-
liberation period, the proportion of light industry in all cities of the eco-
nomic zone was over 80 percent. However, because of the demand of light
industry for the equipment and raw materials of heavy industry and the empha-
sis on giving priority to the development of heavy industry, the stress of
investment has shifted to heavy industry, thus gradually bringing about a
situation in which equal attention is given to light and heavy industries.
For instance, between 1950 and 1978, the total industrial investment of
Shanghai Municipality was 11.145 billion yuan, of which 83.6 percent was for
heavy industry and only 16.4 percent was for light industry. Heavy industry
developed much faster than light industry, resulting in a marked change in
the proportion of light and heavy industries. Since the 1970's, this change
has shown a new trend of development. For example, the proportion between
light and heavy industries in Shanghai Municipality was 47:53 in 1975. It
changed to 50:50 in the late 1970's. However, light industry was further
developed through the industrial readjustment during the period from the 3d
Plenary Session of the 1lth CPC Central Committee to the early 1980's. For
instance, the proportion of light industry became 56 percent in 1982. During
the same year, the proportion of light industry in Suzhou, Wuxi and Changzhou
Cities in Jiangsu Province was 66, 67 and 61 percent, respectively. Cities
in Zhejiang Province (in the delta area) have always been dominated by light
industry, and therefore, there have been very few changes in the proportion
of light and heavy industries over the years. In 1982, the proportion of
light industry was 65 percent in Hangzhou City, 72 percent in Ningpo City,

67 percent in Jiaxing City, 68 percent in Huzhou City and 74 percent in
Shaoxing City.

However, after Liberation, vigorous efforts were made to develop the metal-
lurgical, machine-building, chemical, ship-building and other heavy indus-
tries while establishing step by step the electronics, instrument and meter,
petrochemical and other fledgling industries, thus forming a complete and
comprehensive national industrial base, with the textile and machine-building
industries predominant. Based on calculations of annual output value in
1982, the machine-building industry accounted for 27.18 percent, the textile
industry 26.01 percent, the chemical industry 12.67 percent, the metallurg-
ical industry 8.58 percent and the food industry 7.75 percent. Among the

10 cities in the economic zone, 3 cities—-Nantong, Huzhou and Shaoxing--

are dominated by the textile industry and the other 7 cities have textile

and machine-building industries as their leading industrial sectors (Table 1).

There are not very many energy resources and mineral raw materials in the
economic zone. Fuel and raw materials needed for its industrial production
are supplied mainly by neighboring areas or other parts of the country.

Most of its industrial products are either shipped and sold to other parts
of the country or are exported. Therefore, it is a typical industrial dis-
trict that processes materials supplied by other areas. Major raw materials
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Table 1, The Structure of Industrial Sectors in the Shanghai Economic Zone
in 1982 (%)
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for light industry are farm products. Heavy industry is mainly based on the
manufacturing industry. In the economic zone, the manufacturing industry
accounts for 59 percent of the heavy industry, the raw material industry ac-
counts for 40 percent and the mining industry accounts for only 1 percent.
Generally speaking, the proportion of the raw material and power industries
is relatively small., Because the volume of supplies from other areas often
falls short of demand, definite contradictions exist in the development of
these industries.

2. The industrial development level is relatively high, but there are siz~-
able dlsparltles within the economic zone.

The Shanghai Economic Zone is one of the most economically developed areas

in China. "Its per—capita industrial output value in 1982 reached 2,106 yuan,
2.8~fold more than the 549-yuan national average. The per-capita industrial
output value of Shanghai Municipality was 7,985 yuan, the highest among the
10 cities in the economic zone and 13.5~fold more than the national average.
The per-capita industrial output value was over 5,000 yuan in the four cities
of Jiangsu Province (Table 2). '

If a county is used as a unit, the disparities in the industrial level of
different counties are even greatéer. For instance, the per-capita industrial
output value is over 1,000 yuan in 10 counties on the outskirts of Shanghai
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Municipality and in 14 other counties including Jianyin, Changshu and Taicang
~in Jiangsu Province and Zhenhai in Zhejiang Province. The highest is 4,188
yuan in Shanghai County, which is 6.6~fold more than the national average.
However, 25 counties, 46 percent of all the counties in this area, have a
per-capita industrial output value lower than the national average. It is
not difficult to see through these data that the industrial development

level of the Shanghai Economic Zone is relatively high, but its regional
disparities are also substantial.

3. The industrial space structure is centered on concentrated cities and the
group distribution on the axes of three railways.

Shanghai Municipality is the center of industrial distribution in the eco-
nomic zone. It has 4,873 industrial enterprises, accounting for 12.5 percent
of all enterprises in the economic zone, but its industrial output value
accounts for 47 percent of the economic zone's total. Suzhou, Wuxi, Chang-
zhou and Nantong Citiés have 2,068 industrial enterprises, accounting for

5.3 percent of the economic zone's total, and their industrial output value
accounts for 13.5 percent of the economic zone's total. Hangzhou, Jiaxing,
Yong (Ningbo) and Shaoxing Cities have 4,030 industrial enterprises, account-
ing for 10.4 percent of the economic zone's total. It is thus evident that
the central part of the economic zone--Shanghai Municipality and the other
nine cities—-which contributes 70 percent of the industrial output value in
the economic zone has the most concentrated industrial dlstrlbutlon and is
the core of the economic zone.

The factory distribution of large and medium-size cities in the economic zone
has the characteristic of wavelike distribution around the centers of the
mother cities. This is especially outstanding in Shanghai Municipality.
Using factory density as a target to analyze the disparities among the urban
areas and the inner and outer suburbs of Shanghai Municipality can fully ex-
plain this characteristic.

(1) The mother city (the urban area): within a radius of 10 km in the urban
area of Shanghai Municipality, which includes 10 districts (Wusong and Min-
xing are included in the inner suburbs) and covers an area of 148.96 square
km, the average factory density is 31 factories per square km. In Luwan and
Jingan Districts, the factory density is over 50 factories per square km,
which is the highest in the whole country. (There are of course some irra-
tional aspects and some factories need to be moved out.)

(2) The industrial district of the inner suburbs: this district is within
a radius of 20 km; consists of the Caohejing, Changqiao, Gaogiao, Wusong,
Wujiaochang, Yaopu and Wujing industrial districts; and covers an area of
28.35 square km. The average factory density in this district is 9 factories
per square km and the highest is 23 factories per square km in Caohejing
District.

(3) The industrial district of the outer suburbs: this district is within
a radius of 40 km; consists of the Minxing, Jiading, Anting, Songjiang and
Jinshanwei industrial districts; covers an area of 28.31 square km; and has




180 factories. The average factory density in this district is 6 factories
per square km and the highest is 11 factories per square km in Anting Dis-
trict.

These figures show that from the mother city to the industrial district of
the inner suburbs and then to the industrial district of the outer suburbs,
the factory density changes from 31 factories per square km to 9 and then to
6; the density of industrial staff members and workers changes from 13,490
people per square km to 7,210 and then to 5,094; and the density of indus-
trial output value changes from 304.22 million yuan per square km to 217.99
million yuan to 102.19 million yuan.

The industrial distribution of the economic zone focuses mainly on three
major railways-~Huning, Huhang and Hangyong--indicating the great impact of
communications and transportation on industrial distribution. The industrial
distribution of the economic zone may be divided into three concentrated
areas:

(1) The concentrated industrial area of Suzhou, Wuxi and Changzhou Cities
has the Huning line as its axis. Within a distance of 81 km there are two
large and one medium-size cities--Suzhou, Wuxi and Changzhou. This is one

of the areas with crowded cities and towns and concentrated industrial dis-
tribution in China. These three cities had 1,697 factories in 1982. Their
industrial output value was 12.1 billion yuan, or 1l.4 percent of the total
industrial output value in the economic zone. Their factory density is rela-
tively high, next to that of the Shanghai area. For example, the factory
density is 4.55 factories per square km in Changzhou City, 4.12 in Suzhou
City and 2.92 in Wuxi City.

(2) The concentrated industrial area centered in Hangzhou and Jiaxing Cities
has the Huhang line as its axis. In Hangzhou City, the factory density is
2.3 factories per square km and the density of staff members and workers is
819 people per square km. In addition to Hangzhou and Jiaxing Cities, there
are also Shanghai, Songjiang, Jiashan, Haining and Yuhang Counties and dozens
of townships on the Huhang line. These are all concentrated industrial
areas.

(3) The concentrated industrial area of Shaoxing and Ningbo Cities has the
Hangyong line as its axis. In Ningbo City, the factory density is 2.5 fac-
tories per square km and the density of staff members and workers is 590 peo-
ple per square km. In addition, the county and urban industries distributed
in Shaoxing City and along the railway also form a concentrated industrial
area.

Furthermore, the distribution of factories along railways and rivers is
another characteristic of industrial distribution in the economic zone. On
the one hand, it is convenient to transport raw materials and products; on
the other, it is convenient to supply water to those industries that need
water if the factories are on the banks of rivers.
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4, Rural and small-town industries occupy an important position in the rural
economy . ’ ' o

Although rural and small-town industries have a relatively long history of
development in the economic zone, they did not develop very fast until recent
years. They have achieved a faster development especially since the 3d
Plenary Session of the 11th CPC Central Committee. Rural and small-town
enterprises have become a pillar of the rural economy. They also have an
important position in the industrial production of the economic zonme. For
instance, the Shanghai Economic Zone had 21,589 rural and small-town enter—
prises in 1982, accounting for 55.5 percent of all factories in the economic
zone. Their industrial output value was 10.21 billion yuan, accounting for
9.6 percent of the total industrial output value and half of the total agri-
cultural output value of the economic zone. The ratio of rural and small-
town industries is higher in some counties., TFor example, rural and small-
town industries contribute 62 percent of the total county industrial output
value in Shazhou County, 59 percent in Wuxi County and 56 percent in Yin
County. They have played a marked role in supporting agricultural produc-
tion, accelerating agricultural development, supplementing and coordinating
with large industries, producing certain consumer goods, invigorating the
market, providing jobs for surplus labor in rural areas, promoting market-
town construction and providing taxes and accumulating funds for the state.

IT. Basic Factors Affecting Development of Industrial Production
1. Raw Materials

Raw materials are the material foundation for the development of industrial
production. They affect to a large extent the structure, nature and scale
of industry. There are very few mineral resources in the economic zone and
its neighboring areas. Although there are some metal mines such as for iron,
copper, beryllium and tungsten, their deposits are mostly small or medium—
sized and are located mostly in Zhejiang Province. There are also very few
coal resources, far from being able to satisfy the needs of industrial devel-
opment. However, there are quite a few resources of building materials and
special nonmetal mines. For example, the proven deposits of fluorite,
alumstone, bentonite, pyrophyllite and zeolite in Zhejiang Province are
among the largest deposits in China. There are also some large and medium-—
size deposits of limestone, kaolin, marble and flux silica. These mineral
resources play a definite role in the development of the local cement,
ceramics, metallurgical and chemical industries in the economic zone.

Agricultural resources are the main sources of raw materials for the industry
in the economic zone, especially light industry. About 64 percent of the raw
materials for light industry come from farm products. The proportion is .
higher than 80 percent in some cities such as Huzhou, Jiaxing and Changzhou.
Agricultural resources are relatively rich in the economic zone and its
neighboring area. For instance, the grain, cotton, hemp, silkworm cocoon,
poultry and aquatic products of the economiz zone all have a definite posi-
tion in the country. Moreover, the establishment of various farm product
bases has effectively accelerated the development of the light and textile




industries. For instance, China's largest bast fiber-producing area is lo-
cated on the banks of the Qiantang Jiang. Back in the 1950's, the state
built the Zhejiang Hemp Mill--the largest of its kind in China--in Hangzhou
City. This mill now has 11,696 spindles and 124 spinning machines and pro-
duces 70 million gunnysacks a year, accounting for a fifth of the gunnysack
output of the country. For example, the Shanghai Economic Zone is the
biggest textile industrial base in China. In 1982, there were 1,095 cotton
mills in the economic zone. Their cotton yarn output was 758,000 tons, ac-
counting for 22.8 percent of the nation's total. Their cotton cloth output
was 3.59 billion meters, accounting for 23.7 percent of the nation's total.
An important condition for forming a textile industrial base of this scale
is that the economic zone and its neighboring areas are an important cotton-
producing area in China. For another example, the economic zone is the
biggest silk industrial base in China. In 1982, it produced 490 million
meters of silk products, accounting for 54 percent of the nation's total and
has been praised as "the home of silk." It has been developed on the basis
of "the motherland of the silkworm."

2. Water Resources

Water is one of the important natural resources for the development and dis-
tribution of industry. According to the amount of their water consumption,
enterprises may be classified into four categories: extra-large, large,
average and small water consumption enterprises. Based on this classifica-
tion, 5.2 percent of all industrial enterprises in the economic zone belong
to the extra-large water consumption class, 2.8 percent belong to the large
water consumption class, 15.3 percent belong to the average water consumption
class and 76.7 percent belong to the small water consumption class. Judged
by the situation as a whole, the economic zone is based on small water con-
sumption enterprises and its water resources basically can satisfy the needs
of the development of various industries. This is one of the important
factors for the rapid development of various industries in the economic zone.
Some large water consumption enterprises such as the metallurgical, power,.
chemical, petrochemical, textile and printing and dying industries generally
can all enjoy the guarantee of a sufficient water supply. However, because
industrial distribution is relatively concentrated in the economic zone, and
because of rapid industrial development, some large and medium-size cities
such as Shanghai, Ningbo, Changzhou and Jiaxing have in recent years caused
water consumption to increase sharply, resulting in the excessive utiliza-
tion of underground water and cases of surface subsidence. Because of the
industrial pollution of surface water, the daily and industrial water sup-
plies have also been affected. The phenomenon of a water shortage has al-
ready emerged in some cities. For example, Changzhou has already brought up
the subject of diverting water from the Chang Jiang to solve its water supply
problem.

In addition, the mountainous areas of Zhejiang Province in the economic zone
have a definite quantity of water resources. Among them are Xinanjiang and
Fuchun Jiang--two large hydroelectric power stations which have already been
developed and utilized. Their generating capacity is 959,700 kw. Their
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power output in 1982 was 2.47 billion kwh, accounting for 8 percent of the
total power output in the economic zone.

3. Communications

Communications and transportation are the link between industrial production
and marketing. With the Donghai in the east, the Chang Jiang in the north
and the Qiantang Jiang in the south, the Shanghai Economic Zone has a con-
venient communications situation. It is linked to all parts of China and
all countries of the world by the Chang Jiang and the Dong Hai. China's
major natural resources such as coal, iron, petroleum and timber are mostly
in west and north China. China's sea transit lines are north~ and southbound
and the major Chang Jiang transit lines are east- and westbound. Therefore,
through inexpensive river and sea transportation, natural resources can be
transferred to the economic zone and at the same time the industrial products
of the economic zone can also be shipped to other parts of China. The eco-
nomic zone has four large foreign-trade ports--Shanghai, Nantong, Ningbo
(including Beicang and Zhenhai ports) and Zhangjiawan. They now have 134
berths for vessels at or above 1,000 tons and 59 berths for vessels at or
above 10,000 tons, accounting for a third of the nation's total. Each year
they handle more than 100 million tons of cargo. Ningbo Port just built a
modernized ore dock for vessels at 100,000 tons. It has the most advanced
technical equipment. Through these ports, industrial raw materials such as
iron sand, steel products, timber and cotton are imported and at the same
time industrial products are exported.

Inland navigation is also well developed in the economic zone. There are 14
inland rivers such as the Fuchun Jiang, the Xinan Jiang, the Wusong Jiang,
the Huangpu Jiang, the Yuyao Jiang, the Yong Jiang, the Fenghua Jiang and the
Cao'e Jiang and the Jinghang Grand Canal, the Xideng Canal and the Tongyang
Canal. Their major courses allow 100-ton vessels to pass. They connect 10
cities and 55 counties, forming a complete water transit system. Especially
in the Tai Hu water network area, almost every county and town are accessible
by water transportation. The length of inland navigation is over 36,500 km,
accounting for a third of the nation's total. In addition to the water
transit network, there are also the Ning, Hu, Hang and Yong railways travers-
ing between the east and the west and 6 major highways running through 10
cities, forming a communications and transportation network that connects
rivers, canals, lakes and seas, links up major and minor transit lines and
closely coordinates water, land and air transportation. This plays an impor-
tant role in industrial development and distribution in the economic zone,

4. Industrial and Economic Bases

The Shanghai Economic Zone is one of the areas in China where the former eco-
nomic basis was relatively solid. It is also an old industrial base in China.
Its development was achieved mainly through such measures as the continuous
potential tapping, renovation and transformation of former enterprises. For
example, Shanghai Municipality now has over 8,000 factories and 99 percent of
them were formed as a result of reorganizing, rebuilding and expanding old
enterprises. Backbone enterprises especially were developed mostly during
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the First and Second 5-year Plan period through expansion and reconstruction
on the basis of transforming old enterprises.

The Shanghai Economic Zone has a solid basis for the textile industry. It
now has 4,072,700 cotton spindles and 231,300 wool spindles, accounting for
21.6 and 31.3 percent, respectively, of the nation's total. Its chemical
fiber production capacity is 186,800 tons, accounting for 29.5 percent of

the nation's total. The fixed assets of its machine-building industry have
an original value of 5.377 billion yuan, accounting for 12 percent of the
nation's total. It has 101,500 metal-cutting machine tools, accounting for
15.1 percent of the nation's total. Its steel output accounts for 14 percent
of the nation's total. It is also one of China's major steel product variety
bases. Its light industrial strength i1s also very strong. For instance, its
bicycle, sewing machine and wristwatch production capacity accounts for over
30 percent of the nation's total. In sum, the rapid industrial development
of the economic zone is inseparable from its former economic basis.

5. Technology

Technology is one of the most active factors in industrial development and
distribution. Every region's industrial development and distribution must
be closely related to its technological basis.

The Shanghai Economic Zone has developed science and technology and a large
number of scientific research organizations and universities and colleges.

It has 82 institutions of higher education, 201 secondary vocational schools
and 542 mechanical schools. The distribution of scientific research organi-
zations is also very concentrated. There are 585 such organizations in the
economic zone. The proportion of scientific and technical personnel in the
population is generally three to four times higher than that of the national
average. The impact of the technological factor on the industrial develop-
ment and distribution of the Shanghai Economic Zone is expressed mainly in
the following ways: 1) the development of industrial production has been
accelerated through designing and manufacturing new industrial equipment and
renovating former equipment. For example, the machine-building industry on

a weak former basis has developed from maintenance to manufacturing, from
copying general products to designing and manufacturing its own and from pro-
ducing basic machinery and electrical products to being able to produce major
products, complete sets of equipment and high-technology supplementary equip-
ment. This has not only armed the machine-building industry itself but has
also provided equipment for other sectors of industry, thus accelerating the
development of the whole industry. 2) Industrial development has been accel-
erated through creating new varieties and designs, continuously upgrading
product quality and increasing the ability to compete. The appearance of

new varieties and designs is an important sign of industrial development and
technological utilization. Many new products have a leading position nation-—
wide. 3) Production efficiency has been raised through mastering and assimi-
lating imported advanced technologies. In recent years, a great deal of work
has been done in importing advanced foreign technology and equipment. For
example, Shanghai's Pengpu Machinery Plant imported from Japan's Komatsu Com-
pany a production line for large 320-horsepower bulldozers; the Shanghai
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Heavy-duty Machinery Plant which produces large forgings cooperated with West
Germany in producing 2,030 cold-rolling mills; the Hangzhou Oxygen Machine
Plant imported technology from West Germany to produce large oxygen-producing
machines; the Shanghai Light Bulb Plant imported from Japan's Matsushita Com~
pany a production line that has an annual capacity for producing 1.6 million
black and white display tubes; the Jinshan Petrochemical General Plant import-
ed Japan's petrochemical equipment; the Changzhou Textile Plant imported open-—
end spinning frames from Japan and weft-knitting machines from East Germany.
All these have achieved fairly good results and have accelerated industrial
development, ' In addition, the economic results of production have also been
improved through popularizing and utilizing new technologies, techniques and
materials.

6. Consumption

Production cannot develop unless there is a market. The Shanghai Economic
Zone itself is a broad market. It has a large population, a developed economy
and a fairly high consumption level. Moreover, most of its products are of
good quality and are very popular in other regions. Many products also have

a fairly good reputation in the international market. This conducive factor
plays an enormous role in accelerating the industrial development of the eco-
nomic zone.

ITTI. Several Problems in Industrial Production and Distribution
1. Energy resources and raw materials are in short supply.

The energy shortage is extremely acute in the Shanghai Economic Zone. Coal,
0oil and power are very scarce. In 1982, the power output of the economic

zone was 31.708 billion kwh, accounting for 9.7 percent of the nation's totalj;
its raw coal output was 1,961,600 tons, accounting for 0.3 percent of the
nation's total; and its per-capita energy resources accounted for only a fifth
of the national average. However, the coal consumption of the economic zone
in 1982 reached 27.6 million tons and its self-sufficiency rate was only 7.1
percent. This made the economic zone the largest coal-short area in China.
The serious shortage of energy resources and the tight power supply have
severely affected industrial production. For example, based on the needs of
industrial and agricultural production, Shanghai Municipality lacks at least
1 billion kwh of electricity and because of this, 20 percent of the existing
industrial equipment cannot be fully utilized. For another example, because
of an insufficient energy supply, 15 to 20 percent of the industrial equip-—
ment and capacity in Hangzhou City cannot be brought into full play. In sum,
the energy shortage is the primary problem in the development of industrial
production in the economic zone.

The shortage of raw material supplies is also becoming increasingly serious

in the industrial production of the economic zone. For example, raw materials
for steel products, pig iron, timber, cement, caustic soda, soda ash and some
farm and sideline products have for a long time been in tight supply. The
allocation of some goods and materials continues to decrease and production




continues to increase, making the contradiction between them even more out-
standing. TFor instance, between 1949 and 1982, the industrial production of
Shanghai Municipality increased 5 percent a year, whereas many goods and mate-
rials under the unified supply and distribution of the state such as steel
products, nonferrous metals and timber were reduced each year. The supply of
raw materials for farm and sideline products was also reduced. This situation
was caused by many factors, but improper production planning, overlapping
plant construction and competition for raw materials were undoubtedly the
major reasons.

2. The slow replacement of industrial equipment hinders further industrial
development.

There is a fairly large gap between the technical level of industrial produc-
tion in the Shanghai Economic Zone and the advanced international level. Most
equipment of enterprises is relatively outdated and backward. The average
price of equipment was made in the 1950's and the 1960's. There are also some
that were made before the 1940's. Take Shanghai Municipality, for example.
Large precision numerical-control machine tools account for only 6 percent of
all metal-cutting machine tools owned by the First Bureau of the Machine~
building and Power Industries. Half of the machine tools have been used for
over 10 years and quite a few have been used for over 20 or 30 years. This
situation of outdated equipment is more prominent in the light and textile
industries. According to the statistics of Shanghai's textile industry,

69 percent of the 2.2 million spindles were made before the 1950's and only

8 percent were made between 1977 and 1982; 50 percent of all cotton looms were
made before 1948; and 40 percent of the light industrial equipment was made

in the 1930's and the 1940's. The backward and outdated situation of equip-
ment is in sharp contradiction with the demand for realizing modernization.

3. Such phenomena as overlapping plant construction, blind plant distribu-
tion and "large and complete" and "small and complete' systems arc very
common.

Because of rapid industrial development and a lack of overall planning, such
phenomena as overlapping plant construction, blind plant distribution and
"large and complete" and "small and complete' have become quite common in
recent years. For example, bicycle, sewing machine and wristwatch plants,
cotton and silk mills and electric fan, water and electric meter factories
have rushed headlong into producing hot-selling products, have distributed
plants everywhere and have willfully expanded production capacity. As a re-
sult, many products have exceeded the capacity of the markets, resulting in
huge waste and severe internal damage.

The causes of overlapping plant construction and blind plant distribution

in the economic zone are analyzed as follows: 1) the barriers between cen-
tral authorities have caused different sectors to produce certain products
according to their own needs. For instance, the Shanghai Shipyard (belonging
to the Ministry of Communications), the Shanghai Diesel Engine Plant (belong-
ing to the Ministry of Machine-building Industry) and the Jiangnan Ship-
building Plant (belonging to the Shipping Industry Corporation) each possess
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a complete set of technology and equipment for producing large marine diesel
engines. Had we built only one specialized large marine diesel engine plant
or had one of the above-mentioned plants produced this product for three of
them, we would have been able to save two sets of equipment. 2) The barriers
between local authorities have caused overlapping plant distribution. For
instance, the Suzhou Chemical Machinery Plant produces automatic control de-
vices for minor chemical fertilizers and has great potential for supplying
such devices to the whole country. Nevertheless, similar plants have been
built in other areas to produce the same kind of products. 3) The barriers
between central and local authorities have created even more cases of over-
lapping plant construction. For instance, although 50 percent of Shanghai's
machine-building capacity is left unused, the Baoshan Iron and Steel Company
had to build its own machine repair shop. In another instance, Changzhou
and Jiaxing Cities built new hydraulic presses with an over 1,000-ton capac-
ity, regardless of the fact that the departments of the machine-building
industry already have 35 sets and that only 30 percent of them are utilized.
Moreover, overlapping plant construction and blind plant distribution have
also become very common in the development of small-town enterprises due to

a lack of effective leadership. After many ports were opened to foreign
countries, foreign-trade departments also began to distribute plants on their
own and build unnecessary plants. Often because of their unfamiliarity with
foreign trade customers and poor information and management, they cannot sell
their goods and thereby seriously affect the state's unified control over
foreign trade. At the same time, overlapping plant construction has increased
investment and resulted in waste. It is thus evident that in order to solve
these contradictions, we must eliminate the barriers between central and
local authorities, strengthen the coordination among different regions and
sectors, exercise unified planning, focus on hot-selling products, organize
step by step a coordinated process of production and use the method of "coor-
dinating internally to push toward the outside" to increase economic results.

4, The "three wastes" pollution is serious and the quality of the environ-
ment is declining.

Because the "three industrial wastes" control lags far behind industrial de-
velopment in the economic zone, the quality of the environment has declined
in many areas. For instance, among the 581 plants in Suzhou City, 319 dis-
charge the "three wastes." They not only discharge a huge amount of toxic
water--140,000 to 200,000 tons a day--but also affect a wide area. Rural
areas in the lower reaches of rivers and cities within an area of 119 square
km around the ancient city of Suzhou have all been polluted to different de-
grees., The water contains dozens of toxics such as phenol, cyanide, arsenic,
chromium, aniline and organophosphorus and all of them exceed the discharge
limits set by the state. Pollution caused by industrial waste gas is also
very serious in Suzhou City. According to the 1978 statistics, up to 7,700
tons of industrial waste gas were discharged. Take Shanghai Municipality,
for example. Each day, over 5 million tons of waste water are discharged
into the Huangpu Jiang and its tributaries, of which over 4 million tons,
equlvalent to a third of the total flow of the Huangpu Jiang, are untreated.
Water in the Suzhou He is black and stinky all year round. According to the
calculations of the departments concerned, based on the existing industrial




structure, every increase of 100 million yuan in industrial output value in
Shanghai Municipality will result in an additional 10,000 tons of waste water
each day. If this situation is not changed, waste water will be increased

on the average of 400,000 to 500,000 tons a day based on the 8 percent in-
crease rate of Shanghai's industry and, by 1985, 7 to 8 million tons of waste
water, equivalent to the total flow of the Huangpu Jiang, will be discharged
every day. This will become an extremely serious problem.

The following are some preliminary suggestions for the industrial development
of the Shanghai Economic Zone we made in accordance with the characteristics,
conditions and existing problems of the industrial production in the economic
zone:

First, the orientation of industrial development should switch from a tradi-
tional industrial structure which has a high material consumption, large
transport volume, heavy pollution and low efficiency to a new industrial
structure which has a low material consumption, small transport volume, light
pollution and high efficiency. In other words, it should switch from labor-
and capital-intensive industries to knowledge- and technology-intensive indus-
tries.

Second, in the organizational structure of industry, central cities should be
considered as the backbone and hot-selling products as the main body to coor-
dinate and bring along urban industries, organize a "coordinated process' and
carry out specialized cooperation. At the same time, it is also necessary to
eliminate regional and departmental ownership step by step and organize pro-
duction, management and planning based on industries.

Third, industrial distribution should use central cities as the core and ex—
pand to medium-size and small cities and towns. In addition to the axes of

the three railways, industries should be distributed in areas along the river
(the Chang Jiang) and the coast (the Dong Hai) to form new industrial districts
and areas.

Fourth, a division of labor should be established among different cities and
regions to develop their own special industries according to the functions
and nature of different cities.

Fifth, judged by the roads of industrialization and urbanization, a large
amount of rural labor will be transferred to industries and urban areas due to
the limited land and the huge population in the economic zone. Industrial
development should be different in rural and urban areas. For example, large
and medium-size cities should focus on high-grade, precision and advanced new
industries whereas small cities and towns should still focus on the develop-
ment of labor-intensive industries so as to utilize their labor resources
fully.

Sixth, vigorous efforts should be made to absorb and import advanced foreign

technology to replace outdated former equipment, improve production efficiency
and speed up industrial development,
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Sketch Map Show1ng the . Industr1a1 Structure, Scale and Dlstrlbutlon of the
Shanghai Economic Zone: |
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FINANCE AND BANKING

WANG BINGQIAN DISCUSSES NEED FOR 1985 FINANCIAL BALANCE
HK140529 Beijing CHINA DAILY in English 14 Dec 84 p1l
[By staff reporter Qin Xiaoli]

[Text] China is planning ahead of time to fight any possible financial disrup-
tions next year when the long awaited restructuring of wages and prices take
place.

Wang Bingqian, finance minister and State Councillor, said that to achieve a
financial balance next year is "an important guarantee to the reforms of the
economy."” This is not only a financial matter but a political task, he added.

Wang was talking to a national financial work conference which closed yesterday.
The 20~day conference discussed budget affairs for 1985. But no details were
available.

Wang stressed that though the financial prospects for next year are good, spend-
ing increases should be kept under control.

The government is facing several tasks in the impending year. Hu Yaobang, general
secretary of the party, has promised that wage increases will precede the price
readjustments. This might be quite expensive for the government.

In addition, the country's finances will depend on a new tax system which went
into effect in October. TFor the first time in more than 30 years, the economic
relationship between the state and enterprises is fixed in the form of taxes.
State-owned enterprises which used to hand in all their profits to the state
now pay taxes and keep the after-tax profits. The state treasury is estimated
to be facing an immediate loss of 3.5 billion yuan a year, but expecting a
long-term return when enterprises use the after-tax money to expand production.

Wang admitted that there are factors which might affect state revenue and
increase spending next year. But, he pointed out, the tax reform will provide
stable sources of income to the state that will steadily increase. The techni-
cal updating of enterprises will result in higher productivity and, thus, more
tax payments to the state. The Ministry of Finance is strengthening the
management of tax affairs in the hopes that it will contribute to improving
state finances.
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The minister said he is confident that the financial task for next year will
be fulfilled.

Besides the state budget, the minister said, there is a large pool of domestic
funds which should be mobilized to finance the modernization programme. Nearly
100 billion yuan belongs to enterprises, institutes and various government
offices, and another 80 billion yuan is held in rural capital. Put together,
those funds are larger than the total annual state budget, estimated in 1984

to be 128.75 billion yuan.

The capital pool outside the state budget has increased significantly in recent
years owing to economic reforms aimed at giving enterprises some financial
leeway to operate. Agricultural policies encouraging rural people to get rich
has boosted the accumulation of rural capital.

Wang said studies should be made to find out where this money is and how it is
being spent. He suggested policy be worked out to divert this money to urgently
needed projects.

In order to improve the state financial work, Wang said middle-aged and young
people should be promoted to leading positions. Technfical training for the
staff should be strengthened. Next year, the Ministry of Finance plans to set
up two training schools and to plan a national training center equipped with
modern facilities.
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FINANCE AND BANKING

LI CONGRATULATES NEW AUDITING, TAXATION BODIES
OW172138 Beijing XINHUA in English 1456 GMT 17 Dec 84

[Text] Beijing, 17 Dec (XINHUA)--China set up two national societies of audit-
ing and taxation here in Beijing today.

In his letters of congratulations, President Li Xiannian said that auditing
supervision is of great importance to the socialist legal system.

In accordance with China's constitution, the auditing administration was set up
in September last year. In the past year or so, China has established more than
2,800 auditing offices above county level with a staff of 21,000. The offices
have audited the financial affairs and management of more than 6,700 departments
and enterprises across the country, and checked out a total sum of 1.9 billion
yuan in various aspects, including 360 million yuan destined for state revenue.

Li said taxation was an important measure in regulating the country's economy.
There are a lot of issues in this field which need to be studied, he said.

Addressing the auditing society, state councillor and minister of finance,

Wang Bingqian, said that auditing offices at various levels should support and
promote the current reform of the economic structure and the invigoration of
enterprises, protect the legitimate rights and interests of the enterprises,
supervise the enterprises in turning over their taxes and profits to the state
and help them tap their potential, and improve management and economic benefits.

Wang Bingqian said, since China adopted a policy of replacing profit delivery
with taxation its state revenue would mainly depend on taxation.

As the reform of the economic structure goes on in a comprehensive and in-depth
way, Wang said, China would take effective measures to improve taxation work,

Both societies would carry out academic exchanges with their foreign counter-
parts, society officials said.

Cs0: 4020/51
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FINANCE AND BANKING

PRICE HIKE ON NEWSPAPERS

Guangzhou NANFANG RIBAO in Chinese 11 Oct 84 p 1

[News: "Three Newspapers in Guangzhou Raise Prices for Next Year"]

[Text] The Guangdong Provincial Department of Commodity Prices has
approved a price increase for NANFANG RIBAO, YANGCHENG WANBAO and GUANGZHOU
RIBAO from 4 fen to 5 fen, or 1.5 yuan per month starting 1 January 1985;
This price increase has come about mainly because of the price increase for

newsprint in the last two years, which in turn led to hlgher costs for
printing newspapers.

12715
CSO: 4006/65




FINANCE AND BANKING

PRICING OF AGRICULTURAL PRODUCTS
Beijing JINGJIXUE ZHOUBAO in Chinese 17 Sep 84 p 2
[Article: "A New Trend in Pricing of Agricultural Products in China'']

[Text] Agricultural production in our country is the most typical productive
action using a densely concentrated labor force. The power consumed in
agricultural production is mostly living power. Agricultural production
before the year 1979 remained in a state of high expense, low efficiency

and low results. This occurred not only because of the use of backward
tools, but mostly because of the influence of the "leftist" policy, which
dampened the enthusiasm of peasants. Although the cost of materials had
risen constantly, yield rose very slowly and productivity remaincd constant.

After the Third Plenary Session of the 11th CPC Central Committee, this
situation in agriculture started to change. Purchasing prices of agricultural
products, production costs, the purchase and sale of products and byproducts
and other aspects such as economic results--all underwent thorough and
significant change.

1. The state procurement prices for agricultural products from peasants

have changed spectacularly. At the beginning they increased by a large
margin and then kept an even line. Considering the scope, variety and extent
of increase, this change was unprecedented. It was a one~time readjust-

ment that freely made use of the price lever. Since 1982 the prices remained
relatively even and the negotiable prices of commodities also remained

level and even came down slightly.

2. In the pricing of agricultural products there were more products sold
above quotas at a higher price as well as more products with negotiable
higher prices. Here the price lever in purchasing products played a larger
role. This important change in state procurement prices was a result of
developing agricultural production and also of social need. The greater part
of products sold at higher price above quotas and those products sold at
negotiable higher prices were also an important sign of growth in agricultural
production. Although there are still problems, the balancing function of
above-quota-higher prices and higher negotiable prices continues to be
important and will play a larger role in the future.
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3. Integration of price forms at various levels and partial market
regulation played larger roles in purchasing and selling agricultural
products. This improved the exchange of commodities between cities and
countryside, encouraged diversified production in the countryside, and
increased the peasants' earnings.

4, A significant change also took place in securing economic results for
agriculture. The vigorous growth in agricultural production in recent
yvears was an indication of the following fact: giving a free hand to
utilizing price levers, the large increase in state procurement prices, and
allowing for greater regulation by the market--these could be expected to
cause an increase in production costs. But the result was that prices,
instead of spiralling upwards, as had always happened in the past, now came
down while production rose. The increasing production of grain and the
diversified activities brought higher earnings to the peasants and great
improvements in social and economic results.
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FINANCE AND BANKING

COST VERSUS BENEFIT IN PRICING
Beijing JINGJIXUE ZHOUBAO in Chinese 17 Sep 84 p 2
[Article: "Cost Price and Social Benefit Price"]

[Text] Pricing is one of the weak links in the Soviet economy. Soviet
economists, while summarizing the experience and lessons from the reform of
wholesale prices of Soviet industrial products in 1966 and 1967, pointed out
that because "cost prices" were determined according to the average
production cost for the enterprises plus a certain profit, they do not
reflect the consumers' evaluation of the products and cannot be dependable
tools for measuring costs versus results. As a matter of fact, this kind of
determination winks at low quality, at the production of undesirable
products, and at restricting any possible increase in the production of
beneficial products.

In order to solve this problem some economists hold that the base of pricing
must be the social usefulness of the products. They maintain that in the
socialist economy the interest of society does not depend on the use value
itself, but on the use value suitable for specific social needs, that is for
the social usefulness under given conditions. This is a common yardstick
measuring social needs and social use.

Other economists believe that placing priority on either '"cost price" or
"social benefit price" is not correct. Both factors have identical
importance, because if society does not consider the interests of producers
and the price does not allow them to profit, they will refuse to produce.

On the other hand, if society considers only the compensation of cost plus
profit and does not pay attention to the social benefit and the scarcity

of a given product, the pricing loses its ability to function as an economic
lever. Therefore, for the sake of making prices satisfactory to producers
and beneficial to consumers, society must establish an equilibrium between
"cost prices" and "social benefit prices." 'Cost price" is a lower-limit
price; if a price is set lower than this 1limit, a producer would not get

a proper profit. The "social benefit price" is an upper limit price that
considers the whole benefit to the consumer (in comparison with a similar
product or with a substitute). If the price is higher than this limit, the
consumer will sustain a loss. A practical price level must arrive at a point
between the "cost price" and the "social benefit price" that is acceptable
to both producer and consumer.

12715
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FINANCE AND BANKING

BRIEFS

GOLD, SILVER COINS ISSUED--Beijing, 14 Dec (XINHUA)--The People's Bank of China
issued a gold and a silver coin today to mark the Chinese lunar year of the
ox, 1985. The coins bear depictions of the marble boat in the Summer Palace
in Beijing on the obverse, and an ox from the five-oxen painting by Han Huang,
a noted artist of the Tang Dynasty (618-907), on the reverse. The eight-gram
gold coin measures 23 mm in diameter and contdins 91.6 percent gold, while
the 15-gram silver coin measures 33 mm in diameter and contains 90 percent
silver. The coins were minted by the China Mint Company; the overseas sales
agent is the Peking Coin Company Ltd. of Hong Kong. According to the lumnar’
calendar, 12 years, each represented by an animal, constitute a cycle,
Previously, the People's Bank had issued cock, dog, pig and rat 001ns. [Text]
[Beijing XINHUA in English 1051 GMT 14 Dec 84]

NATIONAL TREASURY BONDS TARGET--The 1984 national treasury bond target has been
passed, the Ministry of Finance announced on Wednesday, By the end of last month,
government and public organizations and individuals throughout China had purchased
more than 4.11 billion yuan's (about $1.48 billion) worth of treasury bonds,
outstripping the planned target by 2.9 percent. The annual interest rate is

8 per cent on treasury bonds bought by individuals and four per cent on those’
bought by units. The sale of treasury bonds valued at four billion yuan a year
from 1981 until 1985 is aimed at supplementing state revenues to fund China's
modernization, [Text] [Beijing CHINA DAILY in English 15 Dec 84 p 3]
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MINERAL RESOURCES

RICH TIN DEPOSITS IN GUANGDOWG PROVINCE
Beijing ZHONGGUO DIZHT [CHINA GEOTOGY] in Chinese No 5, 1984 pp 25-26

[Article by Xu Jiapeng [6079 1367 2590], Liang Yuehao [2733 1878 6275] and
Wang Zhenhai [3769 2182 3189]

[Text] Guangdong Province is rich in tin deposits, ranking fourth in tin re-
serves in the entire nation. Reserves in primary grade tin ores make up most
of the deposits. The distribution of tin ores is generally as follows: in
the south of eastern Guangdong's Lianhuashan north-easterly fault, mainly cas-
siterite-sulphide type tin ores; between Heyuan and Lianhuashan faults, mostly
cassiterite-quartz vein type tin ores; northern Guangdong's east-westerly tec-
tonic zone, mostly tungsten—-tin quartz vein type and skarn type tin ores.
Alluvial tin ores are chiefly found in eastern and western Guangdong.

I. Types of Deposits

(I) Skarn type tin deposits. The proved reserves make up over 10 percent of
the total deposits. This type is divided into two sub-categories according
to the ore and minerals:

1. Skarn type ferrian-cassiterite ores are chiefly found in areas where the
upper Paleozoic group clastic rocks sandwiched with carbonate rocks come into
contact with the Yanshan third period granite rocks. They mostly appear along
the contact areas or along the layers.

2. Skarn type tin ores -- mostly metal ores. Mostly appear in the areas
where the upper Paleozoic group, part of Mesozoic group carbonate rocks and
Yanshan the third period granite rocks come into contact.

(II) Sulphide type tin ores. Mostly found in surface metamorphic arenaceous
shale, especially in the arenaceous shale of Lower Jurassic series. This 1is
high and medium temperature hydrothermal filling and replacement ores. The
proved reserves make up over 1/3 of the total deposits.

(III) Quartz vein type tin ores. Mostly found in the interior and exterior
areas where pre-Devonian system and Jurassic system clastic rocks come into
contact with Yanshan the third period and the fourth period granite rocks.
This is high and medium temperature hydrothermal filled ores. The proved re-
serves make up close to 1/3 of the total deposits.
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(IV) Alluvial Tin ores. Mostly alluvial type with a small amount of slope
wash, eluvial and mountainfoot accumulation type in it. The proved reserves
make up approximately 1/6 of the total deposits. Besides, there are granite
rock type tin ores, gresin type tin ores, porphyritic rock type tin ores and
pegmatic rock type tin ores. Of these, porphyritic rock type tin ores are
proved to be relatively prospective for exploration from the fact that they
have good outcome in the geological evaluation work carried out in recent
years. The rest of them are mostly medium or small deposits whose reserves
are proved to be very little.

II. Prospects of Exploration

(I) Direction for exploration: the basic peculiarities on the overall geolog-
ical structure of the province are: based on the Xinhuaxia group tectonics

and the east-westerly tectonic zone, it is divided into six class III mineral-
ogenetic tin zones, and then according to the distribution of ores, mine loca-
tion, heavy stream tin and geochemical exploration anamolies, the distribution
of the tectonic magmatic rock areas as well as layers, types of rocks and

other conditions divide still further into 14 areas in the class IV mineralo-
‘genetic prospecting areas. They are divided up concretely according to the
‘chart below: :

1. Regional tectonic characteristics, magma conditions. Judging from the
geologic peculiarities of the tin ores of the entire province, the invasive
movements of Yanshan period granite is the crucial factor controlling tin ores.
Yanshan period acidic magmat has, principally along two major axes, the east-
west and the north-south minable areas to be distributed along these axes.
Where fracture or fold zones, meeting along tgese two axes accompany the pro-
duction of rock bodies which invaded the area during the Yanshan period ores
and deposits are usually very abundant, the types of ores are very numerous
and they have excellent prospects for exploitation. Take for example, the
Yaoling-Jubankeng, Changpu-Xiling mineralogenetic prospecting area. Places
where the east-west tectonic belt and the Xinhuaxia group tectonic belt meld
togehter often determine the distribution of mineralogenetic prospecting areas.
As, for example, the Dading, Houpoao and Paitan-Lishan and other mineralogen-
etic prospecting areas.

2. Strata and rock conditions. When the structure and movement of the mag-
matic rocks are favorable to mineralization, different types of ores are asso-
ciated with a particular stratum. Skarn tin ores are principally produced in
strata of the Devonian-Triassic periods; sulphide-quartz tin ores are princi-
pally produced in the clastic rocks of the lower Paleozoic group and the Upper
Triassic series- Lower Jurassic series; sulphide-type tin ores are principally
produced in the clastic rocks of the Lower Jurassic series. The most impor-
tant types of Yanshan period magmatic rocks related to the formation of tin
deposits are granite, followed by granite-porphyries and quartz-porphyries.




3. Prospects of different types of deposits.

Cassiterite-sulphide deposits are the most important type of deposit found in
the province. It is produced in many areas; it is widely distributed, usually
of fairly high quality and its proven reserves are the greatest. It 1is prin-
cipally distributed to east coastal Guangdong, usually in tin deposits contain-
ing lead, zinc and other metals as well. It is one of the principal objects of
prospecting efforts. Cassiterite-quartz vein deposits are second only to cas-
siterite-sulphide in proven reserves. They are usually found in medium and
small deposits, along with some larger ones, thereby making it one of the most
important types of tin deposit found in the province. It has a relatively good
outlook for prospecting. There are some reserves of tin sands and skarn which
are of some interest for prospecting. In the last few years there have been
some developments in porphyries. It is now believed that Xinyi's Yinyan and
Lufend Tashan tin ores which are relatively large and have good prospects are
porphyry type deposits.

(II) Resource outlook: according to mineralogenetic and geologic peculiari-
ties, mining production, and the distribution of tailings and geochemical
exploration anomalies, etc. tin deposit prospecting areas are divided into
three types, A, B and C. Type A has a good outlook for prospecting, for ex-—

ample IV3, 13, Type B has a fairly good outlook for prospecting, for example
IVl IV4 6’ IV IV 1 l ; Type C is just suitable for prospecting,
for example, v IV 7, }V %V Excluding the mineral ores, there are

over 300 dep031ts Wthh have an excel?ent outlook. According to the method of
statistical comparisons, 38 of these deposits have mining prospects when esti-
mated at the 8 percent probability of discovery. This is roughly comparable

to the 35 tin beds that have been discovered so far in the province. There-
fore we can predict if we carry out the corresponding amount of proven reserves.

Due to difficulties in selective melting, low quality products and complicated
conditions of exploitation, the province's surface tin reserves is relatively
large, exceeding the accumulated proven underground reserves. Once a break-
through is made in the problem of recovering selective meltings such a large
quantity of surface reserves will become reserves with good prospects. This
will be a very great development in the exploitation and use of tin resources.
While the province was developing a 1:200,000 regional geologic survey, a
1:200,000 measurements for tailings in the river and metal content in the soil
was carried out. Practice has proved that these two methods are very effec-
tive in searching for tin deposits.

On the 1:200,000 riverine tailings survey map there were 319 cassiterite and
tailings coronal abnormalities. Within 142 of these corona tungsten-tin de-
posits were discovered. On the 1:200,000 composite map of metal content in
soil there were elemental tin abnormalities in 415 places, at an average con-
centration of 75ppm, three to six times that of the 12-25ppm abundance value

of Nanling's Yanshan period granitic tin. There are 191 deposits comparable

to Class I and II abnormalities, averaging 80ppm, all suitable for prospecting.
Advantageous for prospecting are those mineralogenetic regions in which Yanshan
period granitic rocks are d